BEFORE
THE PUBLIC SERVICE COMMISSION
OF SOUTH CAROLINA

DOCKET NO. 2009-342-W/S

RE: Review of Avondale Mills, )
Incorporated’s Rates Approved )
in Order No. 2009-394 )

EXHIBIT A



WATERWOREKS ASSET PURCHASE AGREEMENT

This WATERWORKS ASSET PURCHASE AGREEMENT (this “Agreement”) is
cntered into this ABMday of October, 2009 by and between AVONDALE MILLS, INC,, a
corporation otganized under the laws ofithe State of Alabaina and having an.address at 506 South
Broad Street; Monroe, Georgia (“Avondale”), and VALLEY ‘PUBLIC SERVICE AUTHORITY
(“VPSA"), 2 special puipose district and a.political subdivision of the State of South Carolina.

WHEREAS, VPSA: was ogginally created under Act No. 476 of the Acts and Joint
Resolutions of the: General Assembly. of the State of South Carolina for-the year 1969, as amended,
and is duly auithorized and empbweted to; dequire, construct;:opetate, mgintain, improve, and extend
facilities to trest:and supply witer, to-provide sewageand s6lid waste: collection and disposal, and to
sell water and sewer setvice-within its-duthori2ed gervice ared;

WHERREAS, under those statutory authotities, VPSA operates a waterworks and sewet
system that setves customets in AikenCounty, South Carolina (the “County™);

WHEREAS, Avondale is a corporation otganized under the laws of the State of Alabama;

WEEREAS, it is the desire and intent of the parties that, upon satisfaction of the terms and
conditions of this Agreement, Avondale will'sell and convey its rights, title and interest in and to the
following assets, other than certain excluded assets, to VPSA: (2) 2 currently non-operating water
treatment facility (the “Facility”); and (b) the water lines, drainage lines and pipelines and the
attached pumps and tanks located on, under, upon, across and: through Aiken County, South
Carolina and used for the.purpose of supplying and distributing potable water (collectively, the
“Water Lines. and collectively with-the Facility, the “Avondale Water System™);

WHEREAS, VPSA desites to purchase and accept Avondale’s rights, title and interest in
and to the Avondale Water System in an as-is, where-is condition;

WHEREAS, in connection with and as a.condition to this' Agreement, Avondale will sell
and convey its dghts, title and.intetest in and to the following assets, other than certain excluded
assets, to the County: the sanitary and storm sewer and drainage lines and pipclines and lift stations
located on, under, upon, scross andthrough Aiken County, South Carolina and used for the purpose
of collecting. and- removing wastewater (collectively, the “Sewer System”) pursuant to the Sewer
System Asset Purchase Agreement, to be executed by Avondale and the County (the “Sewer System
Asset Purchase Agreement”);

NOW, THEREFORE, in consideration of the mutual promises contained hetein the

partics agree as follows:



ARTIGLEI
DEFINITIONS

“Agreement” means this Waterworks Asset Puechase Agreement between Avondale and

“Avondsle” means Avondale Mills, Inc., a corporation organized under thelaws of the State
of Alabama. '

“Avondsle Water System”” has the meaning given to-such term.in. the factual recitals to this
Agreement.

“Closing” means the closingof the transfer of the Avondale Water System, on the terms and
conditions established-by:anid’ aa';l‘ cﬂbedun thigAjgresntent:

“Closing Date” mea:e#»th;—ghtq on which the Closing occurs.

“County”.means Aikén County; South Carolina.

“DHEC Permit” bas the meaning given to such term in Section 2.4 hereof.

“Due Diligence Investigation” has the meaning given to such term in Sectioﬁ 4.1 hereof.
“Due Diligence Period” means the period from the date hereof until: January 31, 2010.
“Exctuded Asscts” has the:meaning given to such tetm in Section 2.3 'hieceof.

“Excluded Liabilities” has the meaning given to-such term in Section 2.4 hercof.
“Pacility” has the medning given to-such term in the facrual recitals to this Agreement.
“Puschased Assets” has the meaning gives to such term in Scetion 2.3 hereof.

“Real Estate Rights” has: the meaning.given to such temm in S‘ectigii:.-z.3(n) hereof.

“Sewer Capacity” means Avondale’s capacity in a-wéstewater. treatment plant owned .and
operated by the County.

“Sewer System” has the meaning given to such term in the factual recitals to this Apgreement.

“Sewer System Asset Putchase Agrecment” has the meaning given to such term in the
factual recitals to.this Ageeement. ' '

“Upgrade Subsidies” means such local, state, federal, and other grants or low-interest-loans
25 may-be availible to fund the costs of retrofitting, improving, upgrading;. te_pamng, and renowvatitig
the Avondale Water System.

“VPSA” means Valley Public Service Authority, a special purpose district and 2 political
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subdivision of the State of South Carolina.
«\Water Lines” has the meaning given to such term in the factual recitals to this Agreement.

“Oater Project’” means the project by VPSA relating to the Avondale Water System, as
described in the Preliminary Engineeting Report prepared by Dunn & Associates Engineering, Inc,
and attached hereto as Exbitbit A.

ARTICLEII
TRANSFER OF AVONDALE WATER SYSTEM; CONSIDERATION

Section2]. Conveyance.

()  Subject to the conditions set forth in this Agreement and excluding the Excluded
Assets (as defined below), on the Closing-Date, ( Avondalé shall sell and.cofivey all of its rights,
title and interest in and to the Purchased Assets to VPSA, and (ii) VPSA. shall purchase and accept
the Purchased-Assets. The instruments of such conveyance (i) shall be in the form thatis usual and
customaty for transferring the type of property involved undet the laws of the State of South
Carolina and shall contain the disclsimer language set forth in Section 2.1(b), and (i) shall be in form
and substance reasonsbly satisfactoty to VPSA and Avondale and their respective counsel; provided,
howevez, in no event should Avondale be requited to convey its dghts, title and interest in and to
the Purchased Asscts other than pursuant to a conveyancing instrument containing no wacranties of
titde.

)  VPSA ACKNOWLEDGES AND AGREES THAT, EXCEPT AS SET FORTH
IN THIS AGREEMENT, AVONDALE HAS NOT MADE, DOES. NOT MAKE, AND
SPECIFICALLY NEGATES AND DISCLAIMS ANY REPRESENTATIONS, WARRANTIES,
PROMISES, COVENANTS, AGREEMENTS, OR GUARANTIES OF ANY KIND OR
CHARACTER WHATSOEVER, WHETHER EXPRESS OR IMPLIED, STATUTORY, ORAL
OR WRITTEN, PAST, FRESENT, OR FUTURE, OF, AS TO, CONCERNING, OR WITH
RESPECT TO (A) THE VALUE, NATURE, QUALITY, OR CONDITION OF THE
PURCHASED ASSETS; INCLUDING, WITHOUT LIMITATION, THE WATER, SOIL, AND
GEOLOGY, (B) THE INCOME TO BE DERIVED FROM THE PURGHASED ASSETS, ()
THE SUITABILITY OF THE PURCHASED. ASSETS FOR ALL OR- ANY. ACTIVITIES OR'
USBS WHICH VPSA MAY CONDUCT THEREON OR THEREWITH, (D) THE
HABITABILITY, MERCHANTABILITY, MARKETABILITY, PROFITABILITY, OR
FITNESS FOR A PARTICULAR PURPOSE OF THE PURCHASED. ASSETS, (B) THE

MANNER OR QUAEITY OF THE CONSTRUCTION OR MATERIALS, IF ANY,
INCORPORATED INTO THE PURCHASED ASSETS, (F) THE MANNER, QUALITY,
STATE OF REPAIR, OR LACK OF REPAIR OF THE PURCHASED ASSETS OR (G) THE
TITLE TO ‘THE PURCHASED ASSETS. VPSA FURTHER ACKNOWLEDGES AND
AGREES THAT HAVING BEEN GIVEN THE OPPORTUNITY TO INSPECT THE
PURCHASED ASSETS, VPSA IS RELYING SOLELY ON-ITS OWN INVESTIGATION OF
THE PURCHASED ASSETS AND NOT ON ANY INFORMATION PROVIRDED OR TO BE
PROVIDED BY AVONDALE AND ACCEPTS THE PURCHASED: ASSETS AND WAIVES
ALL OBJECTIONS OR CLAIMS AGAINST AVONDALE (INCLUDING, BUT NOT
LIMITED TO, ANY RIGHT OR CLAIM OF CONTRIBUTION) ARISING FROM OR
RELATED TO THE PURCHASED ASSETS OR TO ANY HAZARDOUS MATERIALS ON
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THE PURCHASED ASSETS. VPSA FURTHER ACKNOWLEDGES AND AGREES THAT
ANY INFORMATION PROVIDED OR TO BE PROVIDED WITH RESPECT TO THE
PURCHASED ASSETS WAS OBTAINED FROM A VARIETY OF SOURCES AND THAT
AVONDALE HAS NOT MADE ANY INDEPENDENT INVESTIGATION OR
VERIFICATION OF SUCH INFORMATION AND MAKES NO REPRESENTATIONS AS
TO THE ACCURACY OR COMPLETENESS OF SUCH INFORMATION. AVONDALE IS
NOT LIABLE OR BOUND. IN ANY MANNER BY ANY VERBAL OR WRITTEN
STATEMENTS, REPRESENTATIONS; OR INFORMATION PERTAINING TO THE
PURCHASED ASSETS, OR THE OPERATION THEREOF, FURNISHED BY ANY REAL
ESTATE BROKER, AGENT, EMPLOYEE, SERVANT OR OTHER PERSON, INCLUDING
AVONDALE PERSONNEL OR  REPRESENTATIVES. VPSA  FURTHER
ACKNOWLEDGES AND AGREES THAT TO THE MAXIMUM EXTENT PERMITTED BY
LAW, THE SALE OF THE PURCHASED ASSETS'AS PROVIDED FOR HEREIN IS MADE
ON AN “AS IS, WHERE IS,” CONDITION AND BASIS WITH ALL FAULTS. IT IS
UNDERSTOOD AND AGREED THAT THE PURCHASE PRICE FOR THE PURCHASED
ASSETS HAS BEEN ADJUSTED BY PRIOR NEGOTIATION TO REFLECT THAT ALL OF
THE PURCHASED ASSETS IS SOLD BY AVONDALE AND PURCHASED BY VPSA
SUBJECT TO THE FOREGOING. THE PROVISIONS OF THIS SECTION SHALL
SURVIVE CLOSING AND SHALL BE INCLUDED IN ANY CONVEYANCING
DOCUMENTS FROM AVONDALE TO VPSA.

Section 2.2. ion. Subject to the conditions set forth in this Agreement and
excluding the Excluded Assets (25 defined below), Avondale and VPSA agree that, as consideration
for VPSA’s assumption of liabilities pursuant:to Section 2.4, Avondale shall sell and convey all of its
rights, title and interest in and to the Purchased Assets to VPSA and shall compensate VRSA as
follows:

()  Cash Paymms. Avondale his previously advanced the amount of One
Hundred Seventy-Five Thousand Dollars ($175,000) to VPSA. VPSA agrees to provide
Avondale relevant receipts accounting for such amounts. In addition, Avendale shall pay
VPSA the amount of One Million Dollars ($1,000;000), as follows: 1) after execution of this
Agreement, Avondale shall promptly reimburse VPSA for its enginecring, legal, appraisal,
evaluation, and diligence fees and expenses rclating to the evaluation of the Avondale Water
Systern, provided that VPSA provides.Avondale relevant receipts accounting for such amounts
and the amount payable pursuant to this clause shall not exceed Two Hundred Thousand
Dollars ($200,000); and (ii) Avondale shall pay the femaining balance ecither on the Closing
Date or at such time thereafter as may be requested in writing by VPSA. The partics agree
that any amounts paid pussuant to clause (i) of this Section 2.2(n) shall not be contingent on
the Closing of the acquisition of the Purchased Assets, and in the cveat that such Closing
does not occut, for any reason, VESA shall have no liability whatsoever to Avondale for
tepayment of amounts paid hereunder. VPSA agtees that Avondsle s not obligated to the
agents performing the work putsuant to clause (i) of this Section. 2:2(2), and Avondale’s only
obligation is to VPSA. The parties agree that any amounts payablé.pursuant to clause (ii) of
this Section 2.2(a) shall be contingent on the Closing of thc acquisition of the Purchased
Asscts, and in the event that such Closing does not occur, for any reason, Avondale shall
have no liability whatsoever to VPSA for payment of such amounts.

()  Sewer Capadity. Avondale shall convey or release its rights to the Sewer
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. Capacity to the County without fucthet chacge or condition.

Section23.  Purchased Assets. Subject to the conditions set forth in this Agreement and
excluding the Excluded Assets (as defined below), on the Closing Date, Avondale will scll and
conwey its dghts, tile, and interest in and to, and VPSA will accept Avondale’s rights, title, and
intecest in and to, the Avondale Water System, including without limitation the following:

(8  Intnests in Real Property and Fixtures. () Al of Avondale’s land rights in fee to
the propezty set forth in Exhibit.B: to:tiis Agreement; wgether with the buildings (if any),
structutes, pipes, fixtures, ind othes improvements logated thereon, () all of Avondale’s
other interests in' the real property as set forth in* Exhibit C to this Agreement, including
easements, rights of way, leaseholds, licenses, and all.other rights representing less than fee
ownership, (@) ‘all improvements- that relate specificilly to the Avondale Water System
located on the property described on Baxhibit.B and Exhibit C and (iv) all of Avondale’s
tights, title and interest in and to the Water Lines (collectively, the “Real Estate Rights”).

® Rew iPater. All of Avondale’s rights in the 750,000 gallons of raw water per
day pursuant to the Asset Putchase Agreemient between Avondale and GAC Holdings, LLC,
a South Carolina limited liability company, dated as of April 3, 2007, as amended as of
September 24, 2007 (the “GAC Agreement”).

()  Personal Property. All of Avondale’s rights in the personal property located at
the Facility as.of the Closing Date.

(d  Eguipment and Inventory. All of Avondale's rights in the materials, supplies,
equipment, and inventory located at the Facility as of the Closing Date.

The assets, property, and business of Avondale to be sold to and purchased by VPSA, excluding the
Excluded Assets, under this Agreement are hereinafter sometimes referred (0 as the “Purchased
Assets.”

The “Excluded Assets” consist of the following: the Sewer System; performance bonds or
Jettars of credit with the South Carolina Public Setvice Commission or other regulatory body; all
contracts and agreements of Avondale; all: cash and cash equivalents of Avondale; intellectual
property, such as trade names, service names; logos, owned ot licensed computer software and other
like proprietary tights of Avondale (including, as applicable, the trade names “Avondale” and
“Avondale Mills”); dll financial, accounting, tax, persoanel, and other books and records; accounts
receivable; prepayments, deposits, or refunds of income taxes; and all tights that accrue to Avondale
‘under this Agreement.

VPSA shall have the sght, but not the obligation, to clect to acquire the Gregg Plant fice
loop. Such election shall be made‘in writing no later than the.date thatis thikty. days;after the date of
this Agteement. In the event that VPSA docs not eleet to acquire the Gregg Plant fire loop in
writing during the thirty-day period, then the definition of “Excluded Assets” hercin shall be
deemed to include the Gregg Plant fire loop.
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coction 24, 0 of Liabilites.

(®) Except as provided in Scction 2.4(d), on the Closing Date, VPSA agrees to assume
oll liabilities, obligations and duties related to the Purchased Assets that arise after the Closing Date.

(b)  On the Closing Date, and cxcept as otherwise provided in this subsection (b), VPSA
agrees.to assume all liabilities, obligations and duties-of Avondale set forth in () Limited Warranty
Deed from Avondile to GAC, ELC, tecotded-in Book 4169, pages 64-82, Aiken County, South
Carolina, (i) Limited Wartanty Deed. from Avondile to GAC Holding, LLC, recorded in Book
4169, pages. 40-63, Aiken County, South ‘Garolins, (i) Limited Warranty -Beed from Avondale to
Community Ravironmental-Company, LLC, tecordéd in Book 4169, pages 19-39; Aiken County,
South:Carolina, (iv) I;imitcd‘Wamm_y;Deed;&oh\:Avqndile- to ToW'@hit_evﬂle‘;]’.LC, recorded in
Book 4144, pages 927-935, Aiken County, South:Catoling and {v) any.arid all other conveyancing
documents-granted by Avoridale pror to Closing and.on which-a portion of tlie: Parchased Assets
ate located; provided however, in no event shall VSPA assume or be deemed to assume any
watranties of tde granted by Avondale pursuant to the foregoing documents: described: in (1)
through (v) above. '

© On the Closing Date, VPSA shall assume all liabilitics, obligations and duties of
Avondale with respect the Public Water System Operating Permit #0240002 issued by the South
Carolina Department of Health and Environmental Control regarding opesation of the Avondale
Watet System (the “DHEC Permit”). '

(d)  On the Closing Date, VPSA shall not assume or be liable for any of the following
obligations, liabilities, or duties of Avondale (collectively, the “Excluded Liabilities™):

(1)  any liability of Avoridle incurred in connection with this Agreement and the
transactions provided for herein, including brokerage, accounting, and counsel fees, transfer
and other taxes, and expenses. pertaining to the performance by Avondale of its obligations
hereundes;

(2)  any liability or obligation of Avondale arising under any contract or
agreement, except for the DHEC Permit;

(3  sny obligations to Avondale's employees, including without limitation any
obligations arising under any employee retirement propram, health case plan, or other benefit

plan;

C)) any litigation, proceeding, claim by any person or eatity, or other obligation
of Avondale arising out of events occurring ptior to-the Closing Date; and

(5 any obligations under environmental, antitrust, civil rights, health, safety,
labor, and discrimination laws arising-out of events occurring prior to the Closing Date.

igbility. VPSA agrees that, to the fullest extent permitted by

law, Avondale shall not be liable to VPSA for ahy claims, losses, costs, damages of any nature
whatsoever or claims for expenses from any cause o causes, except for Excluded Liabilities.
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Section2.6.  Clasing. The Closing shall take place at the offices of VPSA at 10:00 a.m.,
local time, on such date as may be determined: by the pacties but in no event later than january 31,
2010. This Agreement shall automatically términate i€ the Closing has not occurred on or prior 10
January 31, 2010. )

ARTICLE I
UPGRADE SUBSIDIES

Section 3.1. - ; idies. It is cuerently intended that VPSA shall apply the
Upgrade Subsidies, if and when received, to-the costs-of the Water Project. To the extent that the
Upgrade Subsidies are-insufficiént to-fully accomplish the Water Project, VPSA shall determine in its
sole discretion which partivns of the Witer Piojedt it. ghyll undertake, and shall be under no
obligation to complete the Water Project.ot to apply any furds other than:the Upgrade Subsidies. for
any portion of the Water Project. Avondale shall cooperate reisonibly with VPSA (such
cooperation not to require.any out-of-pocket costs) in applying for the Upgrade Subsidies and for all
additional grants or low-intezest-rate loans as may be necessary or useful for accomplishing the
purposes of this Agreement; provided, however, and for-the avoidance of doubt, other than its
agreement to caoperate as desceibed above, Avondile has no responsibility or obligation whatsoever
with respect to the Upgrade Subsidies.

Section 3.2.  Application_for Upgrade Subsidies VPSA shall endeavor to submit in a
timely fashion all plans, reports, specifications, applications, and supporting documentation that
must be presented to State and féderal suthorities in connection with the applications for the
Upgrade Subsidies. VPSA shall hold all monetacy gmants or loans awarded to VPSA, i accordance
with the terms and conditions upon which such grnts or loans are made. VPSA shall commence

construction and renovation in a timely fashion as tequired by the tezms and conditions upon which
the grants or loans are made.

."! “!.

ARTICLEIV
DUE DILIGENCE PERIOD

Section41. Due Diligence Period. During the DucDiligence Pesiod, VPSA may conduct
such diligence, investigations, inquitics, tests, sampling, reviews, and research as it may teasonably
request (the “Due Diligence. Investigation™) prio to accepting the conveyance of the Purchased
Assets; provided that (2) such diligence, investigations, ifiquities, tests, satmpling, reviews, and
research is under the supervision of Avondale during. notrfal business hours and subject to the
rights of the owners and operators of the properties on which the Purchased Assets are located and
(b) that no site inspection may involve a Phase II level examination or other invasive technique
unless Avondale consents thereto in writing, Avondale shall coopetate reasonably with VPSA in the
Due Diligence Investigation. VPSA agtees-to promptly repair and restore any.and all damage caused
to the Purchased Assets arising out of or related to the exercise of the rights granted to VPSA under
this Section 4.1.

. i . . To the extent that such
information is not attached a3 an exhibit-oz schedule to this Agreement, then as promptly as is
practicable and in no event more than sixty days after the date hereof, Avondale shall assemble and
make available 1o VPSA the following information:
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()  Avondale’s asticles of incorporation and bylaws;

copies of all resolutions, corporate actions, and minutes relating to the
proposed sale of the Avondale Water System to VPSA;

(9  surveys and legal descriptions telating to the Real Estate Rights to the extent
that such information exists and is in-Avondale’s possession;

@  all security instruments with respect to the Real Bstate Rights, personal
property, fixtutes, equipfrietit;: inyéntory, ahd accounts relating to the Avondale Warter
System, including without limitation: mortgages; liens, leases, control-agreéments, and U.C.C.
filings to the extent such inforfation:exists-and'is in Avondale’s possession;

© environmental perniits and licenses; and- consent orders and permits
relating to the Avondale Water System to the extent that such information exists and is in
Avondinle"s\possusi‘t:n;

® all financial audits, financial statements, amounts paid for water supply and
sewer treatment, customer billing records, capital expenditures, and significant repairs
relating to the Avondale Water System since January 1, 2007 to the extent that such
information exists and is in Avondale's possession;

@  all materisl pending and threatened legal actions relating to the Avondale
Water System, if any;

() ol mdterial contracts relating to the Avondale Water System to the extent
that such information exists and is in Avondale's possession;

® all records.regarding accounts receivable, accounts payable, billing, and meter
reading relating to the Avondale Water System and the Sewer System; and

0] such other information . relating.to the Avondale Water System as may be
reasonably requested by VPSA and in Avondale's possession.

Section43.  Termination. If VPSA determines during. the. Due. Diligence Period that it
does not desite to accept the conveyance of the. Avondale Water System, for any ceason (including,
without limitstion, as a result of information discovered dtring the Due Diligence Investigation,
because' of the unavailsbility oz insufficiency of the Upgrade:Subsidies, or because the governing
body of VPSA determines that the acquisition of the Avondale Water System is not.in the .best
- interests of VPSA's existing. customers o is otherwise not desirable), then VPSA shall have theright
to terminate this Agreement. In such:event; VPSA shall have no fuithiér obligation to-Avorndile or
liability under this Agreement whatsoever. Avondale shall be and temain. responsible for the
payment of costs incurred prior to the date of the termination and payible pror to such dme
pursuant to Section 2.2 of this Agreement, but shallhave no further obligation to VPSA or lisbility
under this Agreement whatsoever.

Page 8



ARTICLEV
REPRESENTATIONS AND WARRANTIES

Section5.1.  Representatic dale. Avondale rcpresents and

warrants to ' VPSA as fol’o:

@)  Awutbority to Exceaie and Perform Agresments. Avondale has the full legal dght and power
and all authority and approvals requiced to enter into, execute; and deliver this Agreement and to
fully. pesformits-obligations hereundes. This Apréement has:been duly executed and delivered and is
the valid and binding obligation of Avondale, enforceable in accordance with its tetms.

(b)  Comphans with Lass. Except as sct forth on Schedule 5.1(c),

0 Avondale is not in violation of any order, judgment, injunction, award, or
deczee binding upon it with respect to the ownesship, operation; and maintenance of the
Avondale Water System, except such violaton that woild not have 2 material adverse effect
on the Avondale Water System.

@@  Avondale is not in violation of any federal, State, local, or foreign law,
ordinance, permit, or regulation or any other requirement of any governmental or regulatory
body, court, or arbitrator with respect to the ownership, operation, and maintenance of the
Avondale Watee System, except such violation that would not have 2 matesial adverse effect
on the Avondile Watet System.

()  Actions and Proceedings. Except as set forth on Schedule 5:1(d), there are no actions,
suits, or claims or legal, administrative, or atbitral proceedings pending or, to the best knowledge of
Avondale, threatened against or involving Avondale relating to the. Avondale Water System, except
such actions, suits, or-claims or legal, administrative, or arbitral proceedings that would not have 2
material adverse effect on the Avondale Water System.

(@  Real Property. To the best knowledge of Avondale, Exhibit B contiins a legal
description and tax parcel identification number of all tracts,. parcels, and :subdivided lots in which
Avondale has an intecest and which ate used in connection with the Avondale Water System.

3A. VPSA represents and wartants to

Avondale as follows:

()  Organization and Qualification. VPSA is a special purpose district and a political
subdivision, validly existing; and in good standing under the laws of South Catolina. VPSA has
lawful authority to cazry on the business of the Avondale Water System as now being conducted.

()  Authority to Execute and Perform Agreensents. VPSA has the power and all authiority and
approvals required to enter into, exccute, and deliver this Agreement ‘and to fully perform its
obligations heceunder. This Agreement has been duly executed and delivered and is the valid and
binding obligation of VPSA enforceable in accordance with its texms.

()  Adions and Proctedings. Thece are no actions, suits, or claims, legal, administrative, or
arbitzal proceedings pending or, to the best knowledge of VPSA, threatened against or involving

Page 9



VPSA that individually or in the aggregate could have a material adverse cffect upon the transactions
contemplatéd hereby. To the best knowledge of VPSA, thete is no fgct. eveat, or c.ircumstancc that
may give rise to any suit, action, claim, investigation, or pn?ceedmg that individually or in the
aggregate could have a material adverse effect upon the transactions contemplated hereby.

.
. [Wela-tineivitie

ontinned Effectivenes and

Section 5.3. - anties. From the date
heteof theough the Closing Date, Avondale shall us

e reasonable efforts to conduct its business and
offairs in such a manner so that the représentations and wattasities contained in Section 5.1 hereof
shall continue to be true and cotrect in all matetial respects on:and as of the Closing Date as if made
on and as of the Closing Date. Avondale. shall promptly notify VPSA of any eveant, condition, or
drcumstance occutting from the date hereof through the Closing Date that would constitute 2
viclation or breach of this Agreement ot that would:cause a re'presentnﬁon or warranty herein made
to be untrue or misleading in any material réspect. Such notification shall be deemed to avoid or
cure any mistepresentation or breach of warranty or constitute an amendment of any representation,
warranty, or statement in this Agreement.

Section 5.4. Sm'aml The representations and warantics set forth in this Article V shall
not survive the Closing Date.

ARTICLEVL
COVENANTS; OTHER UNDBRTAKINGS

Section61. Avondale Conducy of Business. (3) Affrmatin Covenants Pending Closing.
During the period fom the date hereof to the Closing Datc, Avondale shall use commercially
reasonable efforts to maintain all of the Purchased Assets, in accordance with past practices and ata
quality that is currendy maintained.

Negative Covenants Pending Closirg. During the period from the date hereof to the
Closing Date, Avondale shall not

0] sell, exchange, wransfer, mortgage, pledge, or create or permit to be created
any secusity interest on any of the Purchased Assets, other than in the ordinary course of
business; or

()  knowingly incur any obligation or linbility. of ot affecting the- Avondale Water
System, othet than in the ordinary course of Avondalé’s business.

Section 6.2.  Asccounts Receivable. Subsequent to the Closing, VPSA shall have the right
and authority to collect all accounts geceivable for-water services rendered before the Closing Date.
VPSA agrees that it will promptly transfer or deliver to Avéndale any cash or other property that
UPSA may receive with respect to such accounts receivable; provided, howeves, that VPSA. shall be
entitled to retain an administrative fee not to excecd 10% of the collected accounts receivable for its
costs and expenses incurred in collecting any such amounts.

Section 6.3- VPSA Conduct of Business. Beginning immediately following the Closing,
VPSA shall (j) operate the Avondale Water System in compliance with applicable regulations, (i)
provide adequate water services to the customers of the Avondale Water System, and (jii) enter into
such undertakings and arrangements as may be necessary to provide adequate water services to the
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customers of the Avondale Water System. Additionally, immediately following the Closing, VPSA
shall notify and provide contact information to the Graniteville fire department of its ownership of

the Avondale Water System.

Section 6.4. Further Assurances. Peor to and after the Closing Date, each of the parties
shall execute such documents, further instruments of transfer and assignment, and other papers and

take such further actions as may be reasonably required or desirable to carry out the provisions
hereof and the transactions contemplated hereby.

ARTICLE VII
CONDITIONS TO CLOSING

Section71. Conditions to Closing for Avondale. The obligation of Avondale to
consummate the transactions contemplated by this Agreement is subject to the satisfacton (or
waiver) on or pror to the Closing Date of each of the following conditions:

(a) Representations and Warranties. The representations and warrandes 'of VPSA
contained in this Agreement shall be true and accurate as of the date hereof and shall be true
and accurate as of the Closing Date with the same force and effect as though made on and
as of the Closing Date. VPSA shall have performed and complied with all covenants and
agrecments requiced by this Agreement to be performed or complied with on or prior to the
Closing Date. VPSA shall have delivered to VPSA a certificate, dated the Closing Date and
signed by an authorized officer, to the foregoing effect and stating that all conditions to
VPSA’s obligations hereunder have been satisfied.

(b)  Litigation. No action, suit, or proceeding shall have been instituted before any
court or governmental or regulatory body, or instituted or threatened by any povernmental
or regulatory body, to testrain, modify, or prevent the carrying out of the transactions
contemplated by this Agreement, or to seck damages or a discovery order in connection with
such transactions, or that has or may have a materally adversc cffect on the assets,
properties, business, operations, or condition (finandial or otherwise) of Avondale.

()  Public Service Commission. The South Carolina Public Service Commission shall
have approved the conveyance of the Avondale Water System, or VPSA shall have reccived
written confitmation that such approval is not required.

(d) DHEC Permitt The South Carolina Department of Health and
Environmental Control shall have approved the conveyance of the Avondale Water System
and the transfer of the DHEC Permit.

(2 DHEC Consent Order. The South Carolina Department of Health and
Environmeatal Control shall have agreed to remove Avondale from the consent order
regarding the Avondale Water System.

® GAC Consent. Avondale shall have obtained the required consent pursuant to
the GAC Agreement.

® Other Consents and Approvals. Avondale and VPSA shall have obtained all other
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consents or approvals that are tequired in order to convey all of Avondale’s rights, title and
interest in and to the Purchased Assets to VPSA.

()  Semer System Asset Purchose Agreement. The conveyance of the Sewer System
and the conveyance ot release of the Sewer Capacity to the County pursuant to the Sewer
System Asset Purchase Agreement shall occur contemporaneously with the Closing.

Section7.2.  Conditions to Closing for VPSA. The obligation of VPSA to consummate
the transactions contemplated by this Agreement is subject to the satisfaction (or waiver) on or prior
to the Closing Date of each of the following conditions:

(a)  Due Diligence Investigation. VPSA shall have satisfactory completed the Due
Diligence Investigation, subject to its right to terminate for any of the reasons deseribed in
Section 4.3 hereof.

()  Representations and Wamranties. The representations and warranties of Avondale
contained in this Agreement shall be true and accurate as of the date hereof and shall be true
and accurate as of the Closing Date with the same force and cffect as though made on and
as of the Closing Date. Avondale shall have performed and complied with all covenants and
agrecments required by this Agreement to be performed or complied with on or prior to the
Closing Date. Avondale shall have delivered to VPSA a certificate, dated the Closing Date
and signed by an authorized officer, to the foregoing effect and stating that all conditions to
VPSA’s obligations hereunder have been satisfied.

© Litjzation. No action, suit, or proceeding shall have been instituted before any
court or govemnmental or regulatory body, or instituted or threatened by any govemmental
or regulatory body, to restrain, modify, or prevent the carrying out of the transactions
contemplated by this Agreement, or to seck damages or s discovery order in connection with
such transactions, or that has ar may have a materially adverse effect on the assets,
properties, business, operations, or condition (financial or otherwise) of Avondale.

(&)  Debiery of Iustruments of Transfer. Avondale shall have delivered or caused to be
dclivered to VPSA inscruments of transfer in-conformity with Article IT of this Agreement.

()  No Material Changs. There shall have been no material adverse change in the
financial condition, business, assets, operations, or prospects of the Avondale Water System.

(5] Senvice Area. The County shall have taken appropriate legal action to expand
the legal service atea of VPSA 10 allow service in the area currently served by the Avondale
Water System.

(®  Sewer Copadty. VPSA and the County shall have entered into an agreement by
which the County will convey the Sewer Capacity to VPSA on tcems and conditions that are
acceptable to VPSA in its discretion.

(h)  Third Parties VPSA shall have received evidence of the receipt of all

authorizations, cansents, and permits of others required to permit the consummation by
VPSA and Avondale of the wansactions contemplated by this Agreement and to allow the

Page 12



consummation of the Water Project, as may be medified or supplemented after the date
hereol.

@ Upgrade Subsidies; Financing. VPSA shall have received adequate written
assurances of the availability of sufficient Upgeade Subsidies such that VPSA shall not be
required to borrow more than Three Million Dollars (§3,000,000) to complete the Water
Project as may be modified or supplemented after the date hereof. VPSA shall have further
teceived adequate written assurances that it will be able to borrow up to Threc Million
Dollars ($3,000,000) to complete the Water Project on terms and conditions that are
acceptable to VPSA in its sole discretion.

0) Public Service Commission. The South Carolina Public Service Commission shall
have apptoved the conveyance of the Avondale Water System, or VPSA shall have received
written confirmation that such approval is not required.

()  Rates. VPSA shall have received written confirmation from all requisite State
and federal agencies that VPSA may charge rates to customess of the Avondale Water
System that are different from the rates charged to the current customers of the VPSA
system, and shall have received feasibility studies acceptable to VPSA that that such rates
shall be sufficient to pay all debt service, capital costs, and operational and maintenance
expenscs associated with the Avondale Water System.

0] Lost Water. Avondale shall cause the Lost Water in the Avondale Water
System to be no more than () twenty percent (20%) on average during the months of
October, November, and December 2009, or (i) twenty-five percent (25%) during the
month of October 2009, and twenty percent (20%) during the months of November and
December 2009. Lost Water in the Avondale Water System shall be calculated as follows:

(1) In cach calendar month following the execution and dclivery of this
Agreement and prior to the Closing, Avondale shall document the amount of
potable water in thousands of gallons that it purchases for thc Avondale Water
System (the “Monthly Purchased Water”’),

()] In each calendar month following the execution and delivery of this
Agreement and prior to the Closing, Avondale shall document the aggregate amount
of water it bills to customers of the Avondale Water System for consumption during
such month (the “Monthly Billed Water”).

(3) At such time as the forgoing information is available to Avondale, it
shall determine the amount of Monthly Lost Water as follows: (Monthly Purchased
Water) MINUS (Monthly Billed Water) DIVIDED BY (Monthly Purchased Water),
cxpressed as a percentage, EQUALS the “Monthly Lost Water,” for the calendar
month to which the calculation applics.

C)) Lost Water in the Avondale Water System shall be calculated by
determining the average amount of the Monthly Lost Water for each of the calendar
months immediately preceding the Closing Date.

Page 13



VPSA shall be cnditled to such assurances and supporting data with respect to the Lost
Water in the Avondale System as it may reasonably request, including if necessaty the right
to perform its own rcadings of the Avondale Water System water meters.

Section7.3.  Limitations of Conditions. Each party shall use its reasonable best efforts to
satisfy their conditions; provided, however, if 2 condition is not satisfied and the other party decides
to waive such condition and close the transaction, the party that did not satisfy its condition shall
have no Liability to the other party.

ARTICLE VIII
MISCELLANEOUS

Section 81. No Other Agreements. Avondale represents and warrants that (a) it isnot a
party to any other agreements with respect to the purchase, sale, or conveyance of the Avondale
Water System and (b} it is not aware of any other agreement by third parties currently in effect with
respect to the purchase, sale, or conveyance of the Avondale Water System.

Section 82  Binding Effect: Successors. The terms and provisions of this Agreement shall
be binding upon and inure to the benefit of the parties hereto and their respective successors and
assigns, provided that ncither party may not assign its rights and obligations hereunder without the
prior written consent of the other party.

Section 83.  Choice of Law; Venue. This Agteement shall be governed by and construed
in accordance with the domestic laws of the State of South Carolina without giving cffect to any
choice or conflict of law provision or rule (whether of the State of South Carolina or any other
jurisdiction). Any dispute arising hereunder shall be heard in the Court of Commaon Pleas for Aiken
County, South Carolina.

Section84. [Entire Understanding. This Agreement expresses the cntire undesstanding
and all agreements of the parties hereto with each other, and neither party hereto has made or shall
be bound by any agreement or any representation to the other party which is not expressly set forth
in this Agreement, as amendced or supplemented from ume to time.

Severability. In the event that any clause or provisions of this Agreement

Section 8.5
shall be held to be invalid by any court of competent jurisdiction, the invalidity of such clause or
provision shall not affect any of the remaining provisions hereof.
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IN WITNESS WHEREOF, the parties do hereby execute this Agreement to evidence the
agreement in principal to the terms hereof and to evidence the intent of the parties to cooperate to
finalize the proposed transactions.

Signed, sealed and delivered Avondale Mills, Inc.,a Alabama corporation,
in the Presence of

dck K.

/_Pessioer ¢ Cfo -

Valley Public Service Authority, a special
purpose district and a political subdivision of the
State of South Carolina

[SEAL]
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IN WITNESS WHEREOF, the parties do hereby cxecute this Agreement to evidence the
agreement in principal to the terms hereof and to evidence the intent of the parties to cooperate to

finalize the proposcd transactions.

Signed, scaled and delivered Avondale Mills, Inc., a Alabama corporation,
in the Presence of

[SEAL)

Its:

Valley Public Service Authority, a special
purpose district and a political subdivision of the
State of South Carolina

[SEAL]
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AVONDALE MILLS, INC.

GRANITEVILLE WATER & SEWER SYSTEMS
BILLING & COLLECTION SUMMARY

AS OF OCTOBER 28, 2009

Number Nel

Customers  Amount Cash  Remaining  Percent

Monh Billed Biled  Adusimenis Collections  Balance paid

July 616 §5665000  (§776.60) ($42,088.37) $13,824.03 16.26%
August 611 43,536.40 (37641) (28,997.10) 1422289 87.00%

Seplember 807 40,708.10 (61107) (2261668)  17.480.34 56.40%

Note; Cash collections applied to oldest outstanding involce first.

Number
Pald

InFul

483
a1

30

Percent
Paid
In Ful
18.41%
11.52%

§1.0%%



November 6, 2009

On June 18, 2009, the South Carolina Public Service Commission approved new
rates for the Graniteville/Vaucluse water and sewer operation. We implemented the new
rates in our July 2009 bills and included a copy of the new rates in our mailing of those
bills. Subsequently, a complaint was filed with the Aiken County Circuit Court who
issued a temporary injunction precluding us from collecting our July and August 2009
bills for water and sewer services.

We appealed the Circuit Court’s action and issuance of the temporary injunction
to the South Carolina Supreme Court. On November 4, 2009, the South Carolina
Supreme Court ruled that the Circuit Court had no jurisdiction in this matter and vacated
the temporary injunction. As a result, we may now collect the July and August 2009
bills.

Well over half of our customers have already paid their July, August and
September 2009 water and sewer bills. We very much appreciate your understanding the
need for us to increase our rates above the previous rates established in 1980. However,
for those who have elected not to pay these bills during the period of the temporary
injunction, we now must request payment in full. The July, August and September 2009
bills are now past due and must be paid by November 30, 2009 to avoid further collection
action.

Should you have any questions, please do not hesitate to call me at (803) 617-
9277 or Ms. Susan Johnson at (803) 663-2174.

Yours very truly,
Jimmy W. Fxederich

Jimmy W. Frederick
Graniteville/Vaucluse Water and Sewer System
Avondale Milis, Inc.



